RoBERT L. BRowN 111
ATTORNEY AT LAW
1005 SouTH MAIN STREET
CorsiN, Kentucky 40701

(606) 528-3073
FAX {606) 528-3289

HE(:H o
July 26, 2004 ‘JUL N

2y 200q
PUBL,‘C oo,
Public Service Commission COMM/:;T};’@«.CS
% Executive Director N
211 Sower Blvd.
P.CG. Box 615
Frankfort, KY 40602

RE: CITIPOWER, LLC - APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL
CASE NO. 2004-00123
Dear Director:
Enclosed please find an original and six (6) copies of the Response to
Commission Staff’s First Data Request to Citipower, LLC, as it relates to the above-

mentioned matter to be properly filed.

Thank you for your assistance in this matter, and should you have any
questions please do not hesitate to contact me.

Sincerely,

s
obert L. Brown 1

RILB/ca

Enclosures



COMMONWEALTH OF KENTUCKY KS))

BEFORE THE PUBLIC SERVICE COMMISSION ; ;',{}04
CU,.‘W_ "
b G ‘ONOE
In the Matter of:
CITIPOWER, LLC
APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123
RESP ET MMISSI AFF'S FIRST DAT

REQUEST TO CITIPOWER, LLC

Comes now Citipower, LLC, (“Citipower”) by and through the undersigned
counsel, and states the following response to the Commission Staff’s First Data

Request to Citipower, LLC, with regard to the above-referenced case number:






Question 1
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

1. Provide a copy of the note renewed by Citipower on November 19,

2003.

RESPONSE: A copy of the renewed note is attached.

Law Offices of

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC



TIPOWER, LLC BANK F MCCREARY COUNTY 5s# £1-1205266

122 ENTERPRISE RD. . P.0. BO Loan Number 71C

REENSBORD, NC 27408 WHITLEY uil'Y, KY 42653 Date 11-19-2003
) ' ) Maturity Date 11-19-2004

Loan Amaunt § 893,173 81
Renewal Of 7100

BORROWER'S NAME AND ADDRESS
chudes sach borrower abave, jointly and severally.

r value received, | promise to pay to you, of your order', at your address listed above the PRINCIPAL sum of NINE HUNDRED NINETY THREE THGUSAND

JE HUNDRED SEVENTY THREE AND 81/100 Doltars $ §83,173.81

[ Singte Advance: | will receive all of this principal sum on 11-18-2003 . No additional advances are contemplated under this note,

| Multiple Advance: The principal sum shown above is the maximum amount of principal | can borrow under this note. On
| will receive the amount of $ and future principal advances are contemplated.

Conditions: The conditions for future advances are

[J Open End Credit: You and | agree that | may barrow up 10 the maximum amount of principal more than ene time. This feature is subject 1o
all other conditions and expires on .

0 Closed End Credit: You and | agree that | may borrow up to the maximum only one time {and subject to all other conditions}.

ITEREST: | agree to pay interest on the outstanding principal balance from 11-19-2003 at the rate of 4,750 %
per year untit 02-19-2004

{ Vasiable Rate: This rate may then change as stated below.
index Rate: The future rate will be 0.750 PERCENT ABGVE the following index rate: THE HIGHEST RATE ON CORPORATE LOANS POSTED
BY AT LEAST 75% OF THE USA'S THIRTY LARGEST BANKS KNOWN AS THE WALL STREET JOURNAL PRIME RATE.

[7] No Index: The future rate will not be subject to any internal or externat index. It will be entirety in your control.
X frequency and Timing: The rate on this note may change as often as EVERY 3RD MONTH BEGINKING 02-19-2004

A change in the interest rate wiki take effect N THE SAME DAY .
3 limitasons: During the term of this loan, the applicable annual interest rate will not be more than % or less than

% . The rate may not change more than % each
Effect of Variable Rate: A change in the interest rate will have the following effect on the payments:
A The amount of each scheduled payment will change. [ The amount of the fina! payment will change.
)

\CCRUAL METHOD: Interest wilf be calculated on a ACTUAL{3ES basis,

0ST MATURITY RATE: | agree to pay interest on the unpaid batance of this note owing after maturity, snd until paid in full, as stated below:
& on the same fixed or variable rate basis in effect before maturity {as indicated sbovel.

O at arate equal to
X LATE CHARGE: If a payment is made more than ¢ days after i1 is due, | agree to pay a late charge of $10.80

TDITIONAL CHARGES: in addition to interest, | agree to pay the following charges which [0 are [ are not included in the principal amount
above:
AYMENTS: [ agree 10 pay this note as follows:
QUARTERLY INTEREST PAYMENTS RANGING FROM §11632.38 TO $11890.88 BEGINNING 02-13-2004 AND 1 PAYMENT OF $1,005,064.68 BN 11-18-2004, THIS
A VARIABLE RATE LDAN AND THE PAYMENT AMOUNTS MAY CHANGE. THE FINAL PAYMENT MAY ALSD CHANGE.

ADDITIONAL TERMS:

[ SECURITY: This note is separately secured by |describe separate PURPOSE: The purpose of this loan is RENEW #7100
document by type and date):
RE MYG DATED 11/12/97 ON LAND & BLDG, SEC AGMTS DATED 12/16/98, SIGNATURES: | AGREE TO THE TERMS OF THIS NOTE uNCLUDmd
116199, & 11/11)87

{This ssction in for your internal use. Failure to list 3 separate sscurlty document does not mean the
agraament will not sscurs this note. |

E 2}. | have recaived a copy on today's date.

!

Signature for Lender

8. FORSEBERG, PRESIOE

JIM JOHNSON, SENIOR VICE PRESIDENT

UNIVERSAL NOTE

Eoredl @ 1984, 1937 Bankers Systems, irc., 51 Cloud, MM Form UN 302002

(page ¥ of 2}
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

2. As of June 1, 2004, what is the interest rate on the November 19, 2003

note?

RESPONSE: The interest rate on the note is currently 4.75%.

Law Offices of

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC



Citipower Rate History

Residential Commercial  Industrial Institutional

Jun-04 15.9841 15.9941 14.9941 14.9941
May-04 16.8951 16.8951 15.8951 15.8951
Apr-04 16.8851 16.8951 15.8951 15.8951
Mar-04 16.8951 16.8951 15.8951 15.8951
Feb-04 16.3555 16.355% 15.3555 15.3555
Jan-04 16.3555 16.3655 15.3555 15.3555
Dec-03 16.3555 16.3555 15.3555 15.3555
Nov-03 16.9636 16.9636 15.9636 15.9636
Oct-03 16.9636 16.9636 15.9636 15.9636
Sep-03 16.9636 16.9636 15.9636 16.9636
Aug-03 15.1428 15.1428 14.1428 14.1428

Jul-03 15.1428 15.1428 14.1428 14.1428
Jun-03 15.1428 15.1428 14.1428 14.1428
May-03 13.3772 13.3772 12.3772 12.3772
Apr-03 13.3772 13.3772 12.3772 12.3772
Mar-03 13.3772 13.3772 12.3772 12.3772
Feb-03 10.6205 10.6205 9.6205 9.6205
Jan-03 10.6205 10.6205 9.6205 9.6205
Dec-02 10.6205 10.6205 9.6205 9.6205
Nov-02 10.6228 10.6228 9.6228 9.6228
Oct-02 10.6228 10.6228 9.6228 9.6228
Sep-02 10.6228 10.6228 9.6228 9.6228
Aug-02 9.2300 9.2300 8.2300 8.2300

Jui-02 9.2300 9.2300 8.2300 8.2300
Jun-02 9.2300 9.2300 8.2300 8.2300
May-02 9.2300 9.2300 8.2300 8.2300
Apr-02 9.2300 9.2300 8.2300 8.2300
Mar-02 9.2300 9.2300 8.2300 8.2300
Feb-02 9.2300 9.2300 8.2360 8.2300
Jan-02 9.2300 9.2300 8.2300 8.2300
Dec-01 9.2300 9.2300 8.2300 8.2300
Nov-01 9.9000 9.9000 8.9000 8.9000
Oct-01 9.9000 §.9000 8.9000 8.9000
Sep-01 9.9000 9.9000 8.9000 8.9000
Aug-01 10.1800 10.1900 9.1900 9.1900

Jul-01 10.1900 10.1900 9.1900 9.1900
Jun-01 10.7300 10.7300 9.7300 9.7300
May-01 10.7300 10.7300 9.7300 9.7300
Apr-01 10.7300 10.7300 9.7300 9.7300
Mar-01 10.7300 10.7300 9.7300 8.7300
Feb-01 10.7300 10.7300 9.7300 9.7300
Jan-01 10.7300 10.7300 9.7300 9.7300
Dec-00 8.5000 8.5000 7.5000 7.5000
Nov-00 8.5000 8.5000 7.5000 7.5000

Oct-00 8.5000 8.5000 7.5000 7.5000
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

3. Has Citipower made any principal payments on the November 19, 2003

note? If yes, indicate when the payments were made and the amount of each

payment.

RESPONSE: No principal payments have been made on the note.

Law Offices of

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

4. Based on its current cash flow, provide Citipower’s best estimate of a
repayment schedule for the November 19, 2003 note. Provide a projected cash flow
for Citipower for 2004.

RESPONSE: Citipower projects that it will begin repayment of the note

beginning in 2005. A projected cash flow is attached.

Law Offices of

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC
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Question 5 a
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

5. Concerning the $500,000 note for the construction of the 11.5 mile 4.5
inch pipeline;

a. Provide the location and purpose of the pipeline.

RESPONSE: The pipeline is situated along Highway 27 from Strunk,
Kentucky in McCreary County to Paint Rock, Tennessee in Scott County. The
pipeline is utilized to transport excess gas purchased from Forexco’s producing wells
in McCreary County to Citizen Utility Districts 8" high pressure line in Tennessee.
Also, the line is used to transport purchased gas from Citizens for peak need gas to
be used by the utility. An additional potential use of the line is to transport gas
between Citipower’s McCreary County utility and the Lick Branch Unit gas storage

field in Tennessee.

Law Offices of

Robert L. Brown 1

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC



Question 5b
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

5b. Did the utility request a certificate of public convenience and necessity
from the Commission to construct the line? If yes, provide the case number. If no,

explain why not.

RESPONSE: No, a certificate of public convenience was not requested.

This issue is currently being dealt with in PSC Case 2004-00101.

Law Offices of

Robert L. Brown II

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC



Question 5¢
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

5c. Provide the annual net revenues Citipower receives from the

operation of this line. If there are no associated revenues, provide the benefit of the

line.

RESPONSE: In 2003, Citipower recorded approximately $40,000 in

revenues that were received for the operation of this line.

Law Offices of

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

5d. Is this line used for a non-regulated business activity of Citipower?

Explain the response.

RESPONSE: Yes. The sale of gas to Citizens Utility District is an

unregulated activity.

Law Offices of

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

6. Concerning the purchase of an interest in LBU, LL.C (“LBU"):

a. Describe the nature of the business of LBU.

RESPONSE: The Lick Branch Unit is a gas storage/oil production field
from which Citipower earns revenues for the leasing of the field to third parties and
for the sale of oil production. Additional potential uses include the storage of

purchased gas for the use in the McCreary County utility.

Law Offices of

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

6b.  As of January 1, 2004, describe the relationship between Citipower and
LBU. Include the ownership percentage that Citipower has in LBU.

RESPONSE: Citipower owns a 87.52% interest in LBU, LLC, which
owns an 49% in the Lick Branch Unit. Therefore, Citipower owns 42.88% of the Lick

Branch Unit.

Law Offices of

Robert L. Brown II

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC



Question 6¢
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

6c.  Does the investment in LBU reflect a non-regulated business activity of

Citipower? Explain the response.

RESPONSE: Yes. The fees earned from leasing space in the storage

field and from the oil revenues are from unregulated activities,

Law Offices of

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR
APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

6d. Provide the current balance of Citipower’s Investment in LBU.

RESPONSE: Citipower’s current investment balance in LBU is

$2,300,636.62.

Law Offices of

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR

APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123

6e. Provide the annual net revenue Citipower receives from this

investment. If there is no associated revenue, provide the benefit of the
investment.
RESPONSE: Citipower earned $141,000 from LBU in 2003.

Law Offices of

Robert L. Brown Il

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC FOR

APPROVAL OF NOTE RENEWAL CASE NO. 2004-00123
éét’i. l/ /\./ (
LIQW Offices of

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Telephone: (606) 528-3073
Attorney for Citipower, LLC

CERTIFICATE

I hereby certify that the above and foregoing was on the Z0 day of J
2004, served by mailing the original and six true and exact copies of same, all postage
prepaid, addressed for delivery to:

Ms. Beth O’'Donnell

Executive Director
COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION

211 Sower Building

P.O.BOX 615

FRANKFORT, KENTUCKY 40602

/ma%mfj

@bert L. Brown III




